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INDEPENDENT AUDITORS' REPORT

To the Board of Directors
Louisiana Energy and Power Authority
Lafayette, Louisiana

We have audited the accompanying basic financial statements of the Louisiana Energy and
Power Authority, as of and for the year ended December 31, 2009 and 2008, as listed in the table
of contents. These flnancial statements are the responsibility of the Louisiana Energy and Power
Authority's management. Our responsibility is to express an opinion on these financial
statements based on our audit.

We conducted our audit in accordance with auditing stendards generally accepted in the United
States of America, Government Auditing Standards, issued by the Comptroller Generat of the
United States and the provisions of Louisiana Revised Statutes 24:513 and the Louisiana
Governmental Audit Guide. Those standards require that we plan and perform the audit to
obtain teasonable assurance about whether the financial statements are free of material
misstatement. An audit includes examming, on a test basis, evidence supporting the amounts
and disclosures in the financial statements. An audit also includes assessing the accounting
principles used and significant estimates made by management, as well as cvaluating the overall
financial statement presentation. We believe that our audits provide a reasonable basis for our
opinion.

In our opinion, the financizal statements referred above present fairly, in all material respects, the
financial position of Louisiana Energy and Power Authority, as of December 31, 2009 and 2008,
and the changes in its financial position and its cash flows for the year then ended in conformity
with accounting principles generally accepted in the United States of America,

In accordance with Government Auditing Standards, we have also issued our report dated March
31, 2010, on our consideration of the Louisiana Energy and Power Authority’s internal coatrol
over financial reporting and our tests of its compliance with cerfain provisions of Iaws,
regulations, contracts and grants. The purpose of that report is to describe the scope of our
testing of internal control over financial reporting and compliance and the results of that testing
and not to provide an opinion on the internal contro! over financial reporting or on compliance,
That report is an integral part of an audit performed in accordance with Government Auditing
Standards and shoald be read in conjunction with this report in considering the results of our
audit.

tManagement’s Discussion and Analysis on pages 4 throngh 14 is not a required part of the basic
financial statements but is supplementary information required by accounting principles
generally accepted in the United States of America. We have applied certain limited procedures,

TINA B. VIATOR, CFA which consisted principally of inquiries of management regarding the methods of measurement
and presentation of the required supplementery information. However, we did not audit the
information and express no opinion on it
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Our audit was made for the purpose of forming an opinion on the financial statements taken as 2 whole. The accompanying
financial information fisted as supporting schedules in the table of contents is presented for purposes of additional analysis and
is not a required part of the financial statements of the Louisiana Energy and Power Authority. Such information has been
subjected to the auditing procedures applied in the audit of the financial staternents and, in our opinion, is fairly presented in all
material respects in relation to the financial statements taken as a whole.

Whight, Moore, DeHart,
Dupuis & Hutchinson

WRIGHT, MOORE, DEHART,
DUPUIS & HUTCHINSON, L.L.C.
Certified Public Accountants
March 31, 2010




LOUISIANA ENERGY AND POWER AUTHORITY |
Management's Discussion and Analysis

December 31, 2009

The following Management's Discussion and Analysis is intended to serve as an introduction to the December 31,
2009 and 2008 financial statements of the Louisiana Energy and Power Authority (LEPA), & political subdivision
of the Stale of Louisiana. The discussion should be read in conjunction with the Audited Financial Statements and
Notes to Financial Statements, which follow.

LEPA's operations coansist of two major programs - the 20% ownership of the Rodemacher Unit No. 2 (Project)
and the wholesale power sales to member participants (Non-Project). Further information on these programs can be
found in the Notes to the Financial Statements.

Basic Financial Statements

The basic financia! statements are prepared to provide the reader with a comprehensive overview of LEPA's
statement of position and operations. For accounting purposes, LEPA is a political subdivision of the State of
Louisiana that is engaged in a business-type activity, principally as a supplier of wholesale electricity to the
member participants. As such, LEPA's financial statements are presented as an enterprise type fund, that is, similar
to the financial statements of a private sector for-profit entity involved in the same type of business.

The statements of net assets present information on all of LEPA's assets and liabilities. Utility plant includes those
assets which are currently in service as well as construction in progress. Restricted assets include cash, cash
equivalents, and investments legally restricted by debt covenants. Current assets, other assets and liabilities are
reported based on their liquidity.

The statements of revenues, expenses and net assets present both current and prior year revenues and expenses,
Operating resalts are reported separately from non-operating activities.

The statement of cash flows is presented using the direct method. This method outlines the sources and uses of
cash as it relates to operating income. Included in the cash flows are classifications for capital related financing
activities and investing activities.

Financial Highlights

The increase in net assets at December 31, 2009, as compared to December 31, 2008, results from the net increase
for the period of $1,448,535. This increase is further allocated between project and non-project as net increase for
the project of $340,098 and net increase for non-project of $1,108,437.

LEPA is, by design, a zero profit entity. All costs for the Project are passed through to the participants. All Non-
Project energy costs are passed through in full to the full requirements members. The demand rate is set each year
at a level sufficient, at projected demand volumes, to cover all budgeted Non-Project costs, excluding energy
related costs. Any income or loss results from expenditures for capitalized assets and variances between budgeted
and actual revenues and expenses. '



The change in net assets for the Project was an increase of $340,098. The following items accounted for this
increase:

Expenditures for capitalized assets at the Rodemacher facility. Project participants are billed for budgeted
amounts to cover capital expenditures. The amounts billed are included in revenue with the offsetting
expenditures being capitalized rather than expensed. The result is an increase in net assets equal to the
amount expended for capital items.

The change in the net assets for Non-Project activities was an increase of $1,108,437. The following items
accounted for this difference;

The demand charges revenue was higher than budgeted due to higher volumes.

Contract costs were included in the 2009 budget for a new energy contract. Since no new contract was
entered into in 2009, these costs were not realized.

Payroll and employee pension and benefits were less than anticipated. Increases in medical insurance and
employee pension costs were lower than anticipated.

Outside services were lower than budgeted. This resulted primarily from reduced engineering fees incurred
for ongoing review of future power supplics as well as lower than anticipated legal fees.

While the financial statements reflect an increase in net assets for 2009, LEPA actually incurred a nonr-project
budget deficit for the year of $386,314. The deficit was & result of the expenditures for the capacitor bank
project in Morgan City which were capitalized for financial statement purposes. When the project was initiated
in 2007, it was decided that the project would be funded from budget surpluses generated in prior years. The
reduction in budgeted costs as described above helped to offset the impact of the disbursements for this project
on the 2009 budget.

The reconciliation of the change in net assets to the budget surplus (deficit) is as follows:

Project MNon-Projeci Total
Increase in net assets 3 340,098 $ 1,108,437 5 1448535
Depreciation 5,283,723 37,214 5,320,937
Amortization 2,376,277 - 2,376,277
Debt service (7,660,000) - (7,660,000)
Capital expenditures (340,098) (24,153) (364,256)
Capacitor bank project - (1,507,807) (1,507,807)
Budget surplus (deficit) $ - $ (386,314) §  (386,314)




Financial Analysis
Financial Position

Total assets, liabilities and net assets at December 31, 2009 and 2008 arc as follows (stated in thousands):

2009 2008
Current assets $ 16,391 5 18,647
Restricted assets 17,978 17,657
Deferred charges 1,003 1,337
Property, plant and equipment 22,988 26,437
Total assets $ 58,360 % 64,078
Current liabilities $ 10990 § 12,707
Current liabilities payable from restricted resources 8,608 8,426
Non-current liabilities 20,253 25,884
Total labilities 39,851 47,017
Net assets:
Invested in capital assets net of related debt (4,152) (5,804)
Restricted assets for debt service 13,217 13,031
Unrestricted net assets 9,444 9,834
Total net assets 18,509 17,061
Total liabilities and net assets & 58360 § 64,078

The components of current assets for 2009 and 2008 are as follows (stated in thowsands):

2009 2008
Cash $ 5731 § 2,082
Accounts receivable : 4,215 10,024
Fuel inventory 6,283 6,322
Accrued interest receivable 22 81
Prepaid assets 140 138
Current assets 3 16,391 5 18,647

The cash balances increased in 2009 with the corresponding decrease in accounts receivable. Accounts receivable
decreased from prior year due to the timing of payments for energy sales to full requirement members.

The coal inventory at Rodemacher decreased from 140,222 tons valued at $6,310,160 at December 31, 2008 to
139,225 tons valued at $6,264,964 at December 31, 2009. Actual tons burned for the year totaled 452,542, slightly
lower than projected burns of 485,122 tons. Current coal inventory simulations, as provided by Cleco, indicate
that the coal inventory levels should be reduced to 95,000 tons by December 31, 2010.



The restricted assets were composed of the following (stated in thousands):

2009 2008
Renewal and replacement fund $ 3619 § 3,484
Debt service fund : 8,608 8,426
Debt service reserve fund 4,609 4,605
Contingency fund 1,142 1,142
Restricted assets § 17,978 $ 17,657

The increase in the renewal and replacement fund is a timing difference. The assessment to the participants for
capital projects is set each year with the adoption of the Rodemacher budgets. The amount assessed is based upen
the capital budget, as provided by Cleco. The amounts billed to the participants are transferred to the renewal and
replacement fund as collected. Disbursements from the fund are made on a quarterly basis, as Cleco bills LEPA
for the capital costs at the Rodemacher facility. The balance of the renewal and replacement fund increases or
decreases based upon the difference between the amount collected and the amount disbursed.

The total debt service payment for the Rodemacher bonds did not increase from 2008 to 20609, however, the
allocation between interest and principal did. The balance of the debt service fund increased at December 31, 2009
as a result of the increased amount of principal portion to be paid on January 1, 2010.

The decrease in deferred charges results from the annual charge for amortization of debt expensel. The debt
expense is being amortized over the remeining life of the electric revenue bonds. The cost will be fully amortized
on January 1, 2013,

The components of property and equipment are as follows (stated in thousands):

2009 2008

Electric Plant 3 34,854 3 84,676
Central dispatch facility 2,854 2,854
Non-utility property 1,417 1,393
Land 100 100
Construction work in progress:

Project (Rodemacher) 4,052 4,177

Non-project 2,890 1,383
Accumulated depreciation (73,179) (68,146)

Property and equipment $ 22988 § 26,437

Construction projects at the Rodemacher facility are transferred to the electric plant account when Cleco informs
LEPA that a project work order is complefed and has been closed. Similarly, retirement of an asset occurs when
Cleco informs LEPA that an asset is being taken out of service. During 2009, capital projects totaling $340,098
were closed and transferred to electric plant. In addition, during 2009, Cleco informed LEPA that assets costing
$288,295 (LEPA’s cost) were being retired from service.

Construction work in progress — project represents costs incurred for the capital projects at the Rodemacher
facility. The total of capital costs billed to LEPA during 2002 was $650,212. Additionally, LEPA received credit
for $310,114 for the sale of scrap copper from the project to retube the main condenser, resulting in net
expenditures of $340,098. '
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The following schedule provides a breakdown of the costs incurred for the major projects during 20092 as well as a
breakdown of the projects remaining in construction in progress:

Total
2009 In Progress
Replace lo-nox burners $ 117,898 % 1,791,441
Retube main condenser (306,758) 362,891
Generator rewind 1,558 1,129,583
Replace 2-6 feedwater heater 13,044 245,166
Reserve auxillary transformer 254,120 254,120
Other projects : 260,236 268,288
Total $ 340,098 $ 4,051,489

Cleco has provided LEPA with an estimated capital budget for the 5 year period from 2010 to 2014, This budget is
presented in the table below. As detailed, major capital expenditures will be incurred in 2012 and 2013 for two
major projects, the dense pack installation and the LP blade installation. It should be noted that the amounts
reflected. in this budget are based upon the best estimate of costs available to Cleco at the time of the budget
preparation and are subject to Tevision as the project dates draw closer.

Estimated capital budgets for 2010 thru 2014 (stated in thousands):

2010 2011 2012 2013 2014

Projects under $250,000 $ 387 % 131 $ 114 $ 42 % 15
Main office building upprade 21 - - - -
Install dense pack - 300 1,700 1,400 -
Install LP biades - - 600 600 -
Estimated new small projects

not yet identified - 180 200 260 280
Bstimated new projects not

yet identified - 200 600 600 600

Total $ 408 $ 811 $ 3214 § 2902 $ 895

Construction in progress — non-project represents the cost incurred for the installation of the new capacitor bank
located in Morgan City. A total cost of $1,507,807 was incurred in 2009 and a total of $2,890,313 has been
incurred to date. The capacitor bank should be placed into service in mid 2010.



Current liabilities consisted of the following (stated in thousands):

2009 2008
Accounts payable:
Project | $ 1,166 $ 1,377
Non-project 2,974 5,342
Due to participants:
Coal pile responsibility 3,915 3,950
Renewal and replacement assessments 2,935 2,038
Current liabilities $ 10,990 § 12,707

The reduction in accounts payable had several contributing factors. The balance of accounts payable at December
31, 2008 included significant amounts for major repair projects undertaken in 2008 at the Morgan City and
Plaquemine facilities as well as the ongoing capacitor bank project in Morgan City. Additionally, the balance of
accounts payable at December 31, 2008 included a higher level of payables for the purchase of outside energy as a
result of the major outage at the Rodemacher facility in the fall of 2008.

The coal pile responsibility liability represents amounts collected from Project participants to fund the cost of
maintaining the coal inventory, LEPA has the responsibility to maintain the base inventory (25,556 tons totaling
$1,204,571) which represents the inventory purchased when LEPA acquired the Rodemacher facility. The Project
participants are responsible for funding all inventory levels above the base level. The funds are collected from or
refunded to the participants as inventory levels fluctuate each month. The coal inventory levels at Rodemacher
decreased slightly from 140,222 tons at December 31, 2008 to 139,225 tons at December 31, 2009. The inventory
level is expected to be reduced to approximately 95,000 tons by the end of 2010 which wiil reduce the liability to
the participants as funds are returned to the participants.

The balance for renewal and replacement assessments represents the assessments included in the monthly billings
to the Project participants for the capital expenditures at the Rodemacher facility. The assessment is calculated
each year in preparing the Rodemacher budget based upon the projected capital expenditures for the year, as
provided by Cleco. The estimated capital budget for the Rodemacher facility for the period from 2010 to 2014, as
previously discussed, reflects significant expenditures in the years 2012 and 2013. In order to levelize the annual
assessment for renewal and replacements, the estimated capital expenditures for the period from 2009 to 2013 were
averaged in preparing the 2009 Rodemacher budget and the amount bitled was based upon that average calculated
for the five year period. Since the amounts collected exceeded the amounts expended, the liability to the
participants increased. Additionally, the refund for the sale of scrap copper from the 2008 project to retube the
main condenser, totaling $340,114, reduced the required disbursements to Cleco for 2009.

Non-current liabilities consisted of the following (stated in thousands):

2009 2008
Electric revenue bends payable 3 25,660 § 33,320
Unamortized bond premium 713 951
Unamortized loss on refunding (6,839) (9,119)
Accrued compensated absences 719 732
Non-current lizbilities 3 20,253 $ 25,884




The reduction in the electric revenue bonds results from the reclassification of the current portion of the bond
liability. This amount was $7,660,000 in 2009. Payments of interest are made on July 1 of each year and
payments of interest and principal are made on January 1 of each year. The final payment on the bonds will be
made on January 1, 2013. The changes in both the unamortized bond premium and unamortized loss on refunding
are due to the annual charge for amortization for each. Both accounts are being amortized over the remaining life
of the electric revenue bonds and will be fully amortized on January 1, 2013.

There were no new borrowings during 2009.
QOperations

Components of LEPA's operating revenues, operating expenses, and non-operating and investment income (loss)
for the years ended December 31, 2009 and 2008 follows (stated in thousands):

2009 2008
Operating revenues - $ 77238 § 99,613
Operating expenses:
Cost of power produced 33,058 31,476
Power purchased 27.333 50,284
Transmission costs 3,533 3,501
General and administrative 2,370 2,750
Depreciation 5,321 4919
Operating expenses 71,615 02,930
Operating income 5,623 6,683
Investment and other income 99 474
Debt expenses (1,659) {2,024)
Amortization (2,614) (2,614)
Change in net assets 3 1,449 $ 2,519

The operating income for 2009 and 2008 shown in the schedule above is comprised of the following components
(stated in thousands):

2009 2008

Rodemacher power sales $. 32,773 $ 30,152
Full requirements power sales 35,461 53,001
Load control power sales 8,482 15,814
Hydro power sales 404 390
Other power sales 93 231
Cther operating income 25 25

Operating revenues $ 77,238 § 99,613
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The volumes of energy delivered during the years of 2009 and 2008 were:

2009 2008
MWH MWH
Project participants 569,940 474,586
Full requirements members 614,022 604,858
Terrebonne Parish load control 199,664 194,372
Hydro power 14,238 14,689
Other power sales 2,111 3,247
Energy delivered 1,399,975 1,29],752

The Rodemacher power sales represent the energy delivered from the Rodemacher power station to the three
Project participants that are not full requirement members under the Rodemacher Power Sales Contracts. The
remaining two Project participants have assigned their Rodemacher entitlements to the full requirements pool
under the current Agreement for the Purchase of Rodemacher Unit No. 2 Project Capability. The increase in the
volume of energy delivered to the project participants resulted from the increased availability of the Rodemacher
unit in 2009. The breakdown of the components of the Rodemacher revenue follow (stated in thousands):

2009 2008
Costper Cost per
Revenue MWH Revenue MWH

Energy related costs $ 19,621 b 34.43 3 15,266 3 32.17
Power related costs 5,526 270 5,434 11.45
Debt service costs 7,393 12.97 7,393 15.58
Renewal and replacement costs 264 046 2,312 4.87
Interest earnings 3D (0.05) (253) (0.53)

Rodemacher power sales $ 32,773 § 57.51 $ 30,152  § 63.54

The amounts billed to the Project participants for energy delivered from the Rodemacher facility are a direct pass
through of costs incurred. Deliveries of energy from the Rodemacher facility returned to normal levels in 2009
following the extended outage in the fourth quarter of 2008. The total cost decreased from $63.54 per MWH to
$57.51 per MWH, as detailed in the schedule above. The increase/decrease in the energy costs is discussed later,
The decrease in the cost per MWH for the power related and debt service costs is a function of the increase in the
generation volumes, as the costs are spread over a larger volume. Interest earnings were down as a result of lower
interest rates on cash balances as well as lower average cash balances.

The full requirement revenues represent energy delivered to the seven full requirement members under the Full
Requirements Service Agreements currently in place. The components of the full requirement revenue are as
follows (stated in thousands):

2009 2008
Cost per Cost per
Revenue MWH Revenue MWH
Energy charges 3 25,154  § 40.97 $ 43,159 § 7135
Demand charges 10,307 16.79 9,842 1627

Full requirement power sales $ 35461  $ 5776  $ 53,001 % 87.62

-11-



The increase in the full requirements revenue was caused by changes in the fol]o“.iing factors {stated in thousands):

Energy price $ (18,664)
Energy volume 657
Demand price 345
Demand volume 122
Net Increase % (17,540

The energy charge is a direct pass through of energy costs. The energy cost factor (ECF), which is the
measurement of the cost of energy delivered to the full requirement members, is calculated on a2 monthly basis
based upon the actual energy costs incurred for LEPA generation and purchases. The average ECF for the year
decreased from $71.35 per MWH in 2008 to $40.97 per MWH in 2009. The primary factor in this decrease was
the decline in the cost of natural gas which in turn caused the cost of both LEPA generation and outside purchases
to decrease, The volume of energy delivered remained fairly stable, increasing by only 9,164 MWH, or 1.5%.

The demand rate is set at a level sufficient, at projected demand levels, to cover all budgeted non-project costs,
excluding energy costs. The rate is set annually with the adoption of the full requirements budget. The demand
rate for 2009 was set at $7.33 per KW, as compared to an average rate for 2008 of $7.08 per KW. The demand
volume also remzined stable, increasing by 17,276 KW, or 1.2%,

The load control power sales represent delivery of energy to the Terrebonne Parish Consolidated Government
under the current load control services agreement. The decrease in revenues results from a decrease in the average
price per MWH. The average price per MWH for energy delivered to Terrebonne Parish under this agreement
decreased from $81.36 per MWH in 2008 to $42.48 per MWH in 2009, Again, the primary reason for the decline
in the price per MWH is the decline in natural gas costs. The volume of energy delivered increased by 3%, from
194,372 MWH in 2008 to 199,664 MWH in 2009.

Energy for 2009 and 2008 was received from the following sources:

2009 2008
MWH MWH
Generation:
Rodemacher power station 707,987 622,008
Other LEPA operated plants 36,742 26,866
Purchases:
The Energy Authority 529,019 515,081
Sidney A. Murray Jr. Hydroclectric Project 74,065 63,716
Southwestern Power Administration 42,485 43,893
Cleco Power LLC 7,605 31,614
Terrebonne Parish Consolidated Government 13,673 11,425
Other sources 450 926
Energy received 1,412,066 1,315,529

Rodemacher generation increased by 85,979 MWII from 2008 to 2009, or 13.8%. This increased generation is a
result of the increase in the availability of the Rodemacher unit in 2009. The equivalent availability factor of the
unit increased from 71.39% in 2008 to 87.78% in 2009. As previously indicated, the Rodemacher unit underwent
an extended outage (65 days) in the fall of 2008. Of the total Rodemacher generation of 707,987 MWH, 569,940
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MWH were delivered to the three project participants and the remaining 138,047 MWH were delivered to the full
requirements pool.

Transmission constraints during 2009 caused LEPA to be unable to utilize all of the Rodemacher generation
available to the full requirements pool. As a result, additional generation was required from the Morgan City
facility during 2009. Additionally, LEPA was unable to received energy for regulation purposes from Cleco under
the existing ‘contro! area service agreement in the latter part of 2009. This reduction was offset by additional
energy available under the existing hydropower contracts with the City of Vidalia, for energy from the Sidoey A.
Murray Jr. Hydroelectric Project, and purchases from The Energy Authority.

The breakdown of the components of the cost of power produced is as follows (stated in tﬁousands):

2009 2008
Rodemacher power station:
Variable costs $ 24,391 $ 20,008
Fixed costs 3,655 3,560
Other LEPA operated plants:
Variable costs 2,469 4,982
Fixed costs 2,543 2,926
Cost of power produced $ 33,058 % 31,476

The Rodemacher variable costs consist of the cost of coal consumed, cost of natural gas and reagents consumed
and the Cleco management fee, as per Section 38 of the Joint Ownership Agreement. The cost of coal includes the
purchase price of the coal as well as the transportation and handling costs. The energy costs increased from $32.17
per MWH in 2008 to $34.43 per MWH in 2009. The increase was driven primarily by the increase in the
contracted price of coal, from $12.85 per ton in 2008 to $17.75 per ton tn 2009. The average delivered price of
coal increased from $46.62 per ton in 2008 to $40.03 per ton in 2009. Also contributing to the increase in variable
costs was the increase in generation.

The variable costs for the other LEPA operated plants, which consists primarily of fuel, decreased as a result of the
decrease in the cost of natural gas used to fuel the plants. The average cost of fuel decreased from $185.43 per
MWH in 2008 to $67.19 per MWH in 2009. Thus, even though generation was up from the prior year levels, the
overall cost of fuel decreased. The fixed costs decreased as a result of the completion of several major
maintenance projects undertaken in 2008,

The breakdown of the components of the power purchased is as follows (stated in thousands);

: 2009 2008
Energy costs $ 26,661 § - 49,651
Demand ¢osts : 672 633
Cost of power produced § 27,333 $ 50,284

The volume of energy purchased during 2009 did not change from the volumes in 2008, increasing by only 682
MWH. The average price per MWH for energy purchased decreased from $74.48 per MWH in 2008 to $39.95 per
MWH in 2009 accounting for the decrease in the cost of energy purchased. Once aggin, the primary factor in the
decrease in cost was the decrease in the cost of natural gas.
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The decrease in investment and other income is due to a decrease in the amount of interest eamed on invested
funds. LEPA cash management policy, as well as state law, restricts the how funds can be invested. The interest
rate on approved investments is practically nil. The decrease in debt expense is the result of the annual paydown
of long-term debt.

This financial report is designed to provide interested parties with a general overview of LEPA's finances.
Questions concerning any information provided in this report or requests for additional financial information
should be addressed to Louisiana Energy and Power Authority, 210 Venture Way, Lafaystte, Louisiana 70507-
5319.
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CURRENT ASSETS
Cash
Accounts Recejvable
Fuel Inventory
Accrued Interest Receivable

Prepaid Expenses
Total Current Assets

NON-CURRENT ASSETS
RESTRICTED ASSETS
Cash
Renewal and Replacement
Contingency
Debt Service
Debt Service Reserve
{nvestments
Renewal and Replacement
Debt Service Reserve

Total Restricted Assets

DEFERRED CHARGES
Unamortized Debt Expense

Total Deferred Charges

LOUISIANA ENERGY AND POWER AUTHORITY

STATEMENTS OF NET ASSETS
DECEMBER 31, 2009 AND 2008

ASSETS

PROPERTY, PLANT AND EQUIPMENT

Uiility Plant

Central Dispatch Facility

Non-utility Property
Total

Less: Accumulated Depreciation

Net Property, Plant and Equipment

Total Non-Cutrent Assets

TOTAL ASSETS

2009 2008

$ 5,730,580 2,682,049
4,214,710 10,024,126
6,282,581 6,321,539

22,432 81,587

140,478 137,972
16,390,781 18,647,273
719,639 3,484,057
1,142,000 1,142,000
8,608,375 8,425,750
106,061 105,000
2,898,930 -
4502911 4,500,000
17,977,916 17,656,807
1,002,947 1,337,263
1,002,947 1,337,263
£8,905,266 38,853,463
5,844,074 4,336,267
1,417,262 1,393,104
96,166,602 94,582,834
(73,178,630) (68,145,988)
22,987,972 26,436,846
41,968,835 45,430,916

$ 58359616 64,078,189

The Accompanying Notes are an [niegral Part of These Statements,
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LOUISIANA ENERGY AND POWER AUTHORITY

STATEMENTS OF NET ASSETS
DECEMBER 31, 2008 AND 2008

LIABILITIES AND FUND NET ASSETS

CURRENT LIABILITIES
Accounts Payable
Due to Other Governments

Total Current Liabilities

CURRENT LIABILITIES PAYABLE FROM RESTRICTED ASSETS

Accrued Interest Payable
Current Poriion of Revenue Bonds Payable

Total Current Liabilities Payable From Restricted Assets

NON-CURRENT LIABILITIES
Revenue Bonds Payable
Less: Unamortized Premium
Less: Unamortized Loss on Reaquired Debt
Accrued Compéensated Absenses

Total Non-Current Liabilities
TOTAL LIABILITIES

FUND NET ASSETS
Invested in Capital Assets, Net of Related Debi
Restricted for Debt Service
Unrestricted

TOTAL FUND NET ASSETS

The Accompanying Notes are an Integral Part of These Statements.
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2009 2008
4,140,423 6,719,566
6,849,661 5,987,309

10,990,084 12,706,875

948,375 1,130,750
7,660,000 7,295,000
8,608,375 8,425,750

25,660,000 33,320,000

712,996 950,561
(6,838,880) (9,118,506)

717,676 732,580

20,251,792 25,884,735

39,850,251 47,017,360
(4,151,572) (5.803,796)

13,217,346 13,030,750
9,443,591 9,833,875

18,509,365 17,060,829



LOUISIANA ENERGY AND POWER AUTHORITY

STATEMENTS OF REVENUES, EXPENSES AND CHANGES IN FUND NET ASSETS

FOR THE YEARS ENDED DECEMBER 31, 2009 AND 2008

OPERATING REVENUES
Power Sales

OPERATING EXPENSES
Cost of Power Producad
Power Purchased
Transmission Costs
General and Administrative
Depreciation

Total Operating Expenses
Operating Income

NON-OPERATING REVENUES (EXPENSES)

"Interest Income

Interest Expense

Amortization of Debt Expense

Amortization of Loss on Reaguired Debt

Gain on Disposition of Allowance

Net Increase (Decrease) in Fair Value of Investments
Other

Total Non-Operating Revenues (Expenses)
CHANGE IN FUND NET ASSETS
FUND NET ASSETS, BEGINNING OF YEAR

FUND NET ASSETS, END OF YEAR

2009 2008

$77,237,393 $99,612,775
33,057,841 31,476,046
27,332,919 50,284,183
3,533,099 3,501,312
2,369,959 2,749,608
5,320,937 4,918,723
71,614,755 92,929,872

5

622,638

41303
(1,659,085)
(334,316)
(2,279,627)
4,025

53,397

(4,174,103)
1,448,535
_17,060,829

$ 18,509,364

The Accompanying Notes are an Integral Part of These Statetnents.
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6,682,903

368,528
(2,023,835)
(334,315)
{2,279,627)
27,712
2,812
75,192

—_—

(4,163,533)
2,519,370

14,541,459

$ 17,060,829



LOUISIANA ENERGY AND POWER AUTHORITY

STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED DECEMBER 31, 2003 AND 2008
2009 2008

CASH FLOWS FROM OPERATING ACTIVITIES

Received From Customers $ 82,670,254 $ 96,930,287

Received from Meter Assessments 53,597 75,192

Payments for Power Produced (30,851,654) (34,012,381)

Payments for Power Purchased (28,628,700) {49,237,057)

Payments for Transmission Costs (3,655,933) (3,320,059)

Payments for General and Administrative expenses {2,396,263) _ {2.842,638)
Net Cash Provided By Operating Activities 17,191,301 7,593,344
CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES

Praceeds from Disposal of Fixed Asgets - -

Principal Payments (7,295,000) (6,915,000)

Interest Paid (2,079,125) {2,451,664)

Purchase and Construction of Fixed Assets (3,955,554} (2,236234)
Net Cash Used in Capital and Related Financing Activities (13,329.679) (11,602,898}
CASH FLOWS FROM INVESTING ACTIVITIES

Purchase of Investments-Net (2,897,869) -

Proceeds from Sale of Allowancas 4,025 27,712

Interest Received 100,021 413,710
Net Cash Provided By (Used Ir) Investing Activities (2,793,32)) 441,422
NET IMNCREASE (DECREASE)} IN CASH 1,067,799 (3,568,132)

Cash-Beginning of Year 15,238 856 18,806,988
Cash-End of Year $ 16,306,655 $ 15,238.856
Reconcilintion of Operating Income to Net Cash Provided By
Operating Activities:

Openating Income $ 5,622,638 $ 6,682,903
Adjustments to Reconcile Cperating Income to Net Cash
Provided by Operating Activities:

Depreciation 5,320,937 4,918,723

Other Revenue 53,397 75,192
Changes in Assets and Liabilities: .

Accounts Receivable 5,805,880 (3,387.943)

Fuel Inventory 38,959 (3,284,097

Prepaid Expenses (2,506) 16,791

Accounts Payable (495,652) {539,858)

Due to Other Governments 862,352 3,132,604

Accrued Compensated Absenses {14.904) (20,971)
Net Cash Provided By Operating Activitics $17.191,301 $ 75931344

The Accompanying Notes are an Integral Part of These Statements.
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LOUISIANA ENERGY AND POWER AUTHORITY

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2009 AND 2008

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The Reporting Entity - The Louisiana Energy and Power Authority (the Authority) was created as a political
subdivision of the State of Louisiana in 1979 pursuant to Title 33 of the Louisiana Revised Statutes of 1950. Eighteen
Louisiana municipalities currently are members of the Autharity and are joined together in order to provide a reliable
and economic supply of electric power and energy to member municipalities,

The Authority owns a 20% undivided interest, under the Joint Ownership Agreement, of a 530 MW cozl-fired steam
clectric generating plant, the Rodemacher Unit No. 2 (the Unit). The Unit was constructed by CLECO Utility Group,
Inc. (CLECO) and Lafayette Public Power Authority (LPPA) near Boyce, Louisiana adjacent to CLECO's
Rodemacher Unit No. 1. CLECO and LPPA have ownership interests of 30% and 50%, respectively. The Authority's
20% undivided ownership interest in the Unit and its rights and interests under the Joint Ownership Agreement ara
referred to as the Project. The Joint Ownership Agreement dated November 15, 1982 shall remain in effect so long as
the Project is useful for the generation of electricity or for a period of 35 years, whichever is less.

Basis of Accounting — Pursuani to Governmental Accounting Standards Board (GASB) Statement No. 20,
Accounting and Financial Reporting for Proprietary Funds and Other Governmental Entities that use Proprietary
Fund Accounting, the Authority has elected to apply the provisions of all relevant pronouncements of the Financial
Accounting Standards Board (FASB), issued on or before November 30, 1989, except for those that conflict with or
contradict GASB pronouncements. The accounts of the Authority are maintained substantially in accordance with the
Uniform System of Accounts of the Federal Enerpy Regulatory Commission (FERC) and are in conformity with
generally accepted accounting principles (GAAP). Such accounting and reporting policies alse conform to the
requirements of Louisiana Revised Statute 24:517 and o the guidelines set forth in the Lonisiana Governmental Audit
Guide. In certain instances, FERC regulations differed from generally accepted accounting principles. In those
sitnations, the Authority followed the FERC guidance, as directed by law. However, amounts reported, according to
FERC regulations, did not differ materially from GAAP.

The Authority maintains its books and records on the full accrual basis of accounting and on the flow of economic
resources measurement focus. The Authority applies all applicable FASB pronouncements in accounting and
reporting for its proprietary operations.

Proprietary funds distingnish operating revenues and expenses from non-operating items. Operating revenues and
expenses generally result from providing services and producing and delivering goods in connection with a
proprietary fund’s principal ongoing operations. The principal operating revenues are charges to customers for sales
and services. Operating expenses include the cost of sales and services, administrative expenses, and depreciation on

~ capital assets, All revenugs and expenses not meeting this definition sre reported &3 non-operating revenues and

CXpenses.

Equity Classifications — In the financial statements, equity is classified as net assets and displayed in three
cormponents:

Invested in capital assets, net of related debt - This component of net assets consists of capital assets, including
restricted capital assets, net of accumulated depreciation and reduced by the outstanding balances of any bonds,
mortgages, notes, or other borrowings that are attributable to the unspent related debt proceeds at year-end, the
portion of the debt atiributable to the unspent proceeds are not included in the calculation of invested in capital
assets, net of related debt. Rather, that portion of the debt is included in the same net assets component as the
unspent proceeds,

Restricted - This component of net assets consists of constraints placed on net asset use through external
constraints imposed by creditors (such as through debt covenants), grantors, contributors, or laws or regulations of
other governments or constraints impased by law through constitutional provisions or enabling legislation.

Unrestricted net assets - This component of net assets consists of net assets that do not meet the definition of
“restricted” or “invested in capital assets, net of related debt.”
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LOUISIANA ENERGY AND POWER AUTHORITY

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2009 AND 2008

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued

Funds, Special Deposits and Investments -Funds and special deposits consist of cash, overnight repurchase
agreements, and obligations guaranteed by federal agencies, Pursuant to GASE Statement No. 31, Accounting for
Financial Reporting for Certain Investments and for External Investment Pools, the Authority values its investments
in debt securities at fair value. Fair value is the amount for which a financial instrument could be exchanged in a
current transaction between willing parties, other than in a forced or liquidation sale. Governmental entities should
report debt securities at fair value on the balance sheet. This statement also provides for the valuation of and the
Authority carries money market investment such as shortterm, highly liquid debt instruments, inchiding U.S.
Treasury and agency obligations at amortized cost,

Accounts Receivable —Significant receivables consist of amounts due from other govemments under various
agreements for the supply of energy. The statements contain no provision for uncollectible accounts. The Authority's
management is of the opinion that such allowance would be immaterial ir: relation to the financial statements taken as
a whole.

Property and Equipment -Capital assets are stated at cost. Depreciation of utility plant and central dispatch facility
are based upon the principal repayments of long-term debt (the sum of the bonds outstanding method), the proceeds of
which were uscd to acquire the Redemacher Unit No. 2. This method correlates with the rate setting policies
prescribed by the Bond Resolution of the 1982 Scries Power Project Revenue Bonds and the 1985, 1991, and 2000
Series Power Project Refunding Revenue Bonds in that debt service requirements, as opposed to depreciation or
amortization, are considered a cost for the purpose of rate meking. Depreciation of non-utility property is computed
uging the straight-line method over the estimated nseful lives of the assets,

Years
Vehicles 5
Buildings (non-utility) 10-35
Office Furniture and Equipment 1-10

Expenses incurred in making repairs and minor replacements and in maintaining the wtility plant and central dispatch
facility in efficient operating condition are charged tc expense.

Investments — I[nvestments are limited by R.S. 33:2955 and the Authority’s investment policy. Under State law, the
Authority may invest in United States bonds, treasury notes, or certificates and time deposits of state banks organized
under Louisiana law and national banks having principal offices in the State of Louisiana. 1n accordance with GASB
Statement No. 31, Accounting and Financial Reporting for Certain Irvestments and for External Investment Pools,
investments meeting the criteria specified in the Statement are stated at fair value, which is either a quoted market
price or the best estimate available. Investments which do not meet the requirements are stated at cost. These
investments inchide overnight repurchase agreements, 1.8, Treasury and agency obligations that have a remaining
maturity at time of purchase of one year or less are shown ar amortized cost.

Inventory - Fuel Inventory is stated at the lower of cost or market as determined by the last-in, first-out method. Coal
inventory amounted to $6,264,964 representing 139,225 tons at December 31, 2009 and $6,310,160 representing
140,222 tons at December 31, 2008.

The diesel inventory is stated at the lower of cost or market as determined by the last-in, first-out method and
amounted to $17,617 and $11,379 at December 31, 2009 and 2008, respectively.
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LOUISIANA ENERGY AND POWER AUTHORITY

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2009 AND 2008

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continued

Unamortized Debt Expense - Debt expense incurred at bond issuance is capitalized and amortized aver the life of the
new bonds issued.

Unamortized Loss on Reacquired Deht - Losses incurred upon refunding of debt are treated as deferred charges and
amortized over the life of the new bonds issned.

Electric Revenne Bonds - Bonds outstanding are stated at face value. The unamortized premium and unamortized
loss on reacquired debt are reported separately on the face of the financial statements. The premium is being
amortized over the life of the bonds issued.

Rate Setting - The Authority has entered into Rodemacher Power Sales Contracts with five of its member citics.
These five members are referred to as Participants. The Authority bills each Participant monthly for its share of the
electric power generated by the Rodemacher Unit No. 2 (the Project) (see notes D and G) and for certain items
stipulated in the Bond Resolution which governs the bonds issued in 1982 to purchase the Authority's 20% interest in
the Unit. To the extent billings related to the Project vary from actual expenses incurred by the Autherity; the amounts
billed to the Participants are adjusted.

The Autherity has entered into Full Requirements Power Sales Contracts (the Full Requirements Approach) with two
participants and five other members (the Full Requirements Members) expiring on December 31, 2010, with 4 ten
month opt-out provision. The Authority bills the Participants in the manner described above; however, the Authority
buys the power back at actual cost to be distributed under the Full Requirements Approach. Rate setting for the Full
Requirements Members is budgeted in advance and ratified by the Board of Directors. Rates are comprised of two
basic components; (1) Energy Rate - which includes variable fuel costs and is billed on a KWH consumption basis and
(2) Demand Rate - which includes all fixed costs and is billed on monthly peak KW basis.

Rates set by the Board of Directors are designed to recover all of the costs of the Authority and by contract are
binding on its members. Therefore, the Authority meets the criteria and, accordingly, follows the reporting and
accounting requirements of Statement of Financial Accounting Standards No. 71, Accounting for the Effects of
Certain Types of Regulation. The depreciation methed, as described in Note A, has been established by the Board of
Directors and depreciation expense is a component of cost under the FAS 71.

Cash Flows - For purposes of the statements of cash flows, the Authority considers cash in banks and short-term
investments with an original maturity of ninsty days or less as cash and cash equivalents. These deposits are recorded
at cost, which approximates fair value, Under state law, the Authority may deposit funds in demand deposits, interest-
bearing demand deposits, money market accounts, or time deposits with state banks orgenized under Louisiana law
and national banks having their principal offices in Lonisiana.

Use of Estimates - The preparation of financial statements in conformity with generally accepted accounting
principles requires management to make estimates and assumptions that affect the raported amounts of assets and
liabilities and disclosure of contingent assets and liabilitics at the date of the financial statements and the reported
amounts of revenues and expenses during the reporting period. Actual results could differ from those estimates.

Accumulated Compensated Absences — Allowable annual vacation and sick leave is prescribed by policy of the

Authority, based on length of continnpus employment by the Anthority, accrued on an employment anniversary basis,
and accrued to specified maximums.
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LOUISIANA ENERGY AND POWER AUTHORITY

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2009 AND 2008 i

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - Continned
The Authority’s recognition and measurement criteria for compensated absences follows:

GASB Statement No. 16 provides that vacation leave and other compensated absences with similar characteristics
should be accrued as a liability as the benefits are eamed by the employees if both of the following conditions are met:

1. The employees’ rights to receive compensation are attributable to services already rendered.

2. It is probable that the employer will compensate the employee for the benefits through paid time off or
some other means, such as cash payments at termination or retirement.

GASB Statement No. 16 provides that a liability for sick leave should be accrued using one of the following
approaches: '

1. An accrual for earned sick Jeave should be made only to the extent it is probable that the benefits will i
results in termination payments, rather than be taken as absences due to illness or other contingencies, '
such as medical appointments and finerals.

2. Alternatively, a governmental entity should estimate its accrued sick leave liability based on the sick
leave accumulated at the balance shest date by those employees who currently are eligible to receive
termination payments as well as other employees who are expected to become eligible in the future to
receive such payments.

Estimated accrued compensated absences resulting from unused vacation and compensatory time at the end of the
fiscal year are recorded ss long-term liabilities in the financial statements. No liability is recorded for nonvesting
accumulating rights to receive sick pay benefits.

CASH, SPECIAL DEPOSITS AND INVESTMENTS

The bond resolution for the 2000 Series Bonds provides for the creation and maintenance of certain funds and
accounts relative to the operations of the Project. Management of the Authority believes they are in compliance with ?
the requirements of the bond resolution. The Authority also meintains other accounts for its Full Requirements \
Approach operations (see note G). E

Cash and special deposits and investments include bank balances and investments that at the balance sheet date were g
entirely insured or collateralized with securities held by the Authority or by its agent in the Authority’s name. Cash :
balances are stated at cost, which approximates market. Under state law, these deposits (or the resulting bank |
balances) must be secured by federal deposit insurance or the pledge of securities owned by the fiscal agent bank. The !
market value of the pledped securities plus the federal deposit insurance must at all times equal the amount on deposit
with the fiscal agent. The Axthority has no custodial credit risk associated with these deposits.

Cash and cash equivalents included in the Cash Flow Statement as of December 31, 2009 and 2008 are as follows;

2009 2008
Cash -
Restricted $ 10576075 $ 13,156,807
Other 5,730,580 2,082,049
Cash and cash equivalents $  16306,655 $ 15238,856
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LOUISIANA ENERGY AND POWER AUTHORITY
NOTES TO FINANCIAL STATEMENTS
PECEMBER 31, 2009 AND 2008
{B) CASH, SPECIAL DEPOSITS AND INVESTMENTS - continued
Funds and accounts at December 31 are as follows:

2009 2008

Project: :
Restricted - debt service fund, debt service accounts $ B8,608375 $ 8425750
Debt service fimd, debt service reserve account 106,061 105,000
Reserve and contingency fund:
Renewal and replacement account 719,639 3,484,057
Contingency account 1,142,000 1,142,000
Taotal project restricted cash 10,576,075 13,156,807
Current assets.
Operations and maintenance trust 2,367,097 1,316
Revenue fund 50,420 740,284
General revenue fund, project account 2,279,956 296,846
Total project current assets 4,697,473 1,038,446
Total project funds and accounts 15,273,548 14,195,253
Other funds and accounts at December 31
Current assets:
Other revenue fund 891,186 880,411
Contract operations account 141,941 163,192
Total other funds and accounts 1,033,107 1,043 603
Total project and other funds and accounts $ 16,306,655 § 15238856

The 2000 Serles Bond resolution authorizes the Authority to invest in direct obligations of the United States
Government.

The Authority follows the provisions of GASB Statement 31, Accounting for Financial Reporting for Certain
Investments and for External Investment Pools. GASB 31 requires investments to be reported at fair vakue in the
balance sheet. The net increase (decrease) in the fair value of investments, including both realized and unrealized
gains and losses, is recognized as revenue in the Statement of Revenues, Expenses, and Net Assets. The change in the
net fair value of investments was an increase of $-0- and a decrease of $2,812 for the years ended December 31, 2009
and 2008, respectively.

The following table represents the fair value of investments by type at December 31, 2009 and 2008 ag well as the
maturities of these investments. All investments are insured, registered or securities held by the Authority or its agent
in the Anthority's name. These investments all have maturity dates of one year or less.

Fair Value
2008 2008

Resiricted debt service reserve:
U.S. government agency securities 3 7,401,841 3 4,500,000
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LOUISIANA ENERGY AND POWER AUTHORITY

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2009 AND 2008

CASH, SPECIAL DEPOSITS AND INVESTMENTS - continued

During the vears ended December 31, 2009 and 2008, the Authority realized no gain or loss from the sale of
investments. The calculation of realized gains is independent of the calculation of the net increase in the fair value of
investments. Realized gains and losses on investments that had been beld in more than one fiscal year and sold in the
current year may have been recognized as an increase or decrease in the fair value of investments reported in the prior
year. The change in the net fair value of investments was an increase of $-0- and $2,812 for the years ended
December 31, 2009 and 2008, respectively. These amounts take inte account all changes in fair value (including
purcheses and sales) that accutred during the year, The unrealized gnin (loss) on investmenis held at December 31,
2009 and 2008 was § -0- and-0-, respectively.

Interest Rate Risk: As a means of limiting its exposure to fair-value losses arising from rising interest rates, the
Authority’s investment policy limits the investment portfolio to *money market instruments”, which are defined as
very creditworthy, highly liquid investments with maturitics of one year or less. Although there may he certain
circumstances in which longer-term securities are utilized, the general nse of long-term securities shall be avoided.

Credit Risi/ Concentration of Credit Risk: Becanse all investments of the Authority are either obligations of the U.S,
povernment or obligations explicitly guaranteed by the U.S. government, or mutual funds, there is no credit risk or
concentration of credit risk.

FLOW OF FUNDS: RESTRICTIONS ON USE

Under the terms of the resolution providing for the issuance of electric revenue bonds of the Authority to finance the
acquisition of an ownership interest in a fossil fuel steam electric generating plant and for other purposes relating
thereto, the bonds are special obligations of the Authority payable solely from and secured by the revenues and other
funds including bond proceeds. Such revenues consist of all income, fees, charges, receipts, profits, and other money
derived by the Authority from its ownership and operation of the fossil fuel steam electric generating plant, other than
certain money derived during the period of construction. Money in the revenue fund shall be first applied to the
payment of operating expenses of the plant, exclusive of depreciation and amortization.

Money in the revenue fund shall then be deposited into the debt service fund to pay principal, and interest on 2il bonds
as they become due and payable and then applied to maintain in the debt service fund reserve account an emount
equal to the maximum Adjusted Aggregate Debt Service requirement on all bonds (initially funded from bond
proceeds). Afier making the required payments into the operating account and debt service fund, there shall be paid
out of the revenue fund into the reserve and contingency fund en amount equal to the budgeted amount for the renewal
and replacement account, and ten percent (10%) of the Aggregate Debt Service into the contingency account. After
funding the reserve and contingency fund, amounts from the revenue fund shall be deposited into the subordinated
indebtedness fund in amounts required to pay principal or sinking fund installments and interest on each issue of
subordinated indebtedness and reserves thereon. Amounts from the revenue fund will next be deposited into the
general reserve fund in amounts equal to the budgeted amount for the development account, limited to two percent
{(2%) of the Aggregate Debt Service. Finally, any remaining funds from the revenue fimd are to be transferred into the
project account.

As of December 31, 2009, all accounts requiring minimum balances were in compliance with the bond resolution.

.23 -



(D)

(€

LOUISIANA ENERGY AND POWER AUTHORITY
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2009 AND 2003
PROPERTY AND EQUIPMENT

The following is a summary of changes in property and equipment; ' |

Beginning Ending i
Balance Ralance .‘
12/31/2008 Additions Deletions 12/31/2008
Electric Plant $ 84676475 § 465597 $§ (288295) § 84,853,777
Central Dispatch Facility 2,853,833 - - 2,853,833
Non-Utility Froperty 1,393,104 24,158 - 1,417,262
88,923,412 489,755 (288,295) 89,124,872
Less: Accumnulated Depreciation {68,145,988) (5,320,937) 288,295 (73,178,630)
Net Property and Equipment $ 20777424 § (4,831,182) § « § 15946,242 ;
Land $ 99,928 b - £ - 3 59,928
Construction Work in Progress $ 5,559,494 £ 1,847,905 $ (465597) $ 6,941,802

Depreciation expense for the years ended December 31, 2009 and 2008 was $5,320,937 and $4,918,723, respectively.

The Autherity’s acquisition cost of its interest in the Unif includes costs of certain facilities common to the Unit and
CLECOs Unit No. 1 (commeon facilities).

Participants in the Rodemacher Unit No. 2 are liable for decommissioning costs upon termination of the Project. The
Authority has no liability accrued for decommissioning costs at December 31, 2009,

ELECTRIC REVENUE BONDS
The following is a summary of the electric revenue bonds transactions for the year ended December 31, 2009:

Balance Balance Due Within
1/1/2009 Additions  Reductions  12/31/2009  One Year

Serial Bond-2000 340,615,000 $ - § 7,295,000 $33,320,000 % 7,660,000

The Authority issues bonds where it pledges project power revenues, after payment of operating expenses, as well as !
assets of the Authority, as established by ordinance. Revenue bonds outstanding at December 31, 2009 and 2008 are :

as follows:

Purpose Issue Date 2009 2008
Electric Revenue Refunding Serial 11/17/00 $33.320.000 $40.615.000
Bonds Series 2000 5.0%-5.75%

Total Principal Outstanding on

Revenue Bonds 33,320,000 40,615,000
Unamortized Bond Premium 712,996 950,661
‘Unamortized Loss on Refunding _(6.838,330) {9.118.506)
Net Revenue Bonds Outstanding 847,194,116 $32,447.153
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LOUISIANA ENERGY AND POWER AUTHORITY
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2009 AND 2008
ELECTRIC REVENUE BONDS - continued
Revenue bond debt service requirements to maturity are as follows:

Years Ending

December 31 Principa ieTest Total
2010 $ 7,660,000 $ 1,686,100 $ 9,346,100
2011 8,080,000 1,243,150 9,323,150
2012 8,545,000 765,181 9,310,181
2013 9.035.000 259,756 9.294 756

$33320000  RIA$T 000 §37.274,187

In 2002, the Authority issued $87,325,000 of Power Project Refunding Revenue Bonds (Rodemacher Unit No. 2),
2000 Series (2000 Series Bonds). The Authority is restricted from any firture refundings.

The 2000 Series Bonds are payable solely from the revenues of the Authority and the funds pledged in accordance
with bond resolutions.

PENSION PLAN

Eligible employees of the Authority participate in the Municipal Employees’ Retirement System, which is a cost-
sharing, multiple-employer defined benefit public employee retirement system. The plan is controlled and
administered by a separate board of trustees. Pertinent information relative to the plan follows;

Plan Description - The System is composed of two distinct plans, Plan A and Plan B, with separate assets and benefit
provisions. All employees of the Authority are members of Plan A.

All permanent emplovees working at least 35 hours per week who are not covered by another pension plan and are
paid wholly or in part from municipal funds and all elected municipal officials are eligible tc participate in the System.
Under Plan A, employess who retire at or after age 60 with at least 10 years of creditable service, or at any age with at
least 25 years of creditable service are entitled to a retirement benefit, payable monthly for life, equal to 3% of their
final-average salary for each year of creditable service. Final-average salary is the employee’s average salary over the
36 consecutive or joined months that produces the highest average.

Employees who terminate with at least the amount of creditable service stated above, and do not withdraw their
employee contributions, may retire at the ages specified above and receive the benefit accrued to their date of
termination. The System also provides death and disability benefits. Benefits are established or amended by state
stamte.

The system issues an annual publicly available financial report that includes financial statements and required
supplementary information for the System. That report may be obtained by writing to the Municipal Employees’
Retirement System of Louisiana, 7937 Office Park Boulevard, Baton Rouge, Louisiana 70809, or by calling (225)
925-4810,

Funding Policy — Under Plan A, members are required by state statute to contribute 9.25% of their annual covered
salary and the Authority is required to contribute at an actuarially determined rate. The current rate wes 13.50% of
annual covered payroll. Contributions to the System also include Y of 1% (except Orleans and East Baton Rouge
Parishes) of the taxes shown to be collectible by the tax rolls of each parish. These tax dollars are divided between
Plan A and Plan B based proportionately on the salaries of the active members of each plen, The contribution
requirements of plan members and the Authority are established and may be amended by state statute.
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LOUISIANA ENERGY AND POWER AUTHORITY

NOTES TO FINANCIAL STATEMENTS
DECEMEER 31, 2009 AND 2008

PENSION PLAN - continued

As provided by Louisiana Revised Statute 11:103, the employer contributions are determined by actuarial valuation
and are subject to change each year based on the results of the valuation for the prior fiscal year. The Authority’s
contributions to the System under Plan A for the years ended December 31, 2009, 2008 and 2007 were $275,031,
$269,133, and $283,022, respectively, equal to the required contributions for each year.

COMMITMENTS AND CONTINGENCIES

Coal Purchase Commitment

On July 6, 2009, the Authority entered into a contract with a coal supplier. Under the contract, the Authority will
purchase from the contracted party its share of coal used in producing power at the Rodemacher Unit No. 2 facility.
The purchase contract is for the delivery of 2,700,000 tons of ceal in total, for which the Authority has contracted to
purchase 900,000 tons over the two-year term of the contract.

The term of the contract and annual quantities to be purchased are as follows;

Calendar Annual Committed Purchase
Year Quantity Cost Commitment
2010 450,000 $12.00 $ 5,400,000
20 450,000 13.25 3,962,500

Total 900,000 811,362,500

Transmission Contracts

The Authority has entered into separate transmission agreements with Entergy and CLECO, pursuant to which electric
power and energy received by the Authority from the Project ave transmitted to the points of delivery of the
Participants. The costs of delivery are shared by all Participants on a pro-rata basis. The costs of delivery of electric
power and energy received by the Authority from sources other than the Project are included in the demand rate
charped to the Full Requirements Members.

Operating Costs

Under the Joint Ownership Agreement, CLECO has the sole responsibility to operate, maintain and dispatch the Unit
and related facilities in accordance with prudent utility practices. The Authority, CLECO, and LPPA pay all operation
and maintenance costs other than fuel, based upon their respective ownership percentages of the Unit.

Rodemacher Power Sales Contracts

Under the Rodemacher Power Sales Contracts, the Authority sells and the Participants purchase their respective shares
(entitlement shares) of the capacity and energy of the Project. These contracts require payments to be made on a take-
or-pay basis, whether or not the Project is operable or operating.

Under existing law, the rates charged by the Participants to their customers are not subject to regnlation by any federal
or state authority. Each Participant is obligated to establish rates and charges sufficient to pay all of its obligations to
the Authority. Payments to be made by the participants are payable monthily solely from the revenues of the
Participants’ utilities systems.

On March 24, 2008, the Authority was notiffed through the managing partner, CLECO POWER, LL.C, of a receipt of
a Consolidated Compliance Order & Notice of Potential Penalty from the Louisiana Department of Environmental
Quality relating 1o the Rodemacher Power Station, CLECO has responded to the notice a settlement was reached with
the state in January 2010. The amount assessed to the Authority totals $4,411 and was paid by the Authority in Mach
2010. No accrual was made at December 31, 2009.
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LOUISIANA ENERGY AND POWER AUTHORITY

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2009 AND 2008

COMMITMENTS AND CONTINGENCIES - continued

At December 31, 2009, the Participants' respective shares of the capacity and energy of the Project are as follows:

Entitlement Percent
Share (MW) Share (%)
City of Alexandria 55.26 52.83
Terreborme Parish Consclidated Govermment 22.70 2170
City of Morgan City 20.72 19.81
City of New Roads 2.96 2.83
City of Jonesville 296 ‘ 2.83
104.60 100.00

Full Requirements Approach Operations Agreements

The Authority supplies power to the Full Requirements Members under the following contracts:

As discussed in Note A, the Authority bas agreements with two of the Participants, whereby the Authority
purchases their entitlements in the Projeci. These agreements expire December 31, 2010 with a ten month opt
out clause, Cancellation of these agreements does not relieve the Participants of their obligations under the
Rodemacher Power Sales Contracts discussed above,

The Authority has Capacity Purchase and Operating Agreements with three of the Full Requirements
Members whereby the Authority operates the members' generation facilities and purchases all of the energy
produced. These agreements expire December 31, 2010 with a ten month opt out clause,

The Authority has a Capacity Purchase Agreement with one Full Requirements Member whereby the
Authority controls 100% of its dependable capacity and directs power generation quantities to meet its power
requirements, This agreement expires December 31, 2010 with a ten month opt out clause.

The Authority entered into a Load Matching Servicing Agreement with one Participant whereby the
Authority administers load-matching services,

The Authcrity entered into an agreement with the Southwestem Power Administration (SWPA), whereby the
Authority purchases hydroelectric power, which results from fixed power allocations of SWPA's available
peaking capacity to certain member cities, The Authority resold hydroelectric power to one member city and
refained the balance of the hydroelectric power for use under the All Requirements Approach. Purchases
under this contract for the year ended December 31, 2009 were $1,064,959. Sales to one member city for the
years ended December 31, 2009 and 2008 were $404,082 and $390,071, respectively.
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LOUISIANA ENERGY AND POWER AUTHORITY

NOTES TO FINANCIAL STATEMENTS
DECEMBEER 31, 2009 AND 2008

RISK MANAGEMENT

The Autherity is exposed to various risks of loss related to torts; theft of, damage to, and destruction of assets; errors
and omissions; and natural disasters, The Authority, through its agreement with CLECO and various other insurance
policies, is insured to reduce the exposure to these risks.

CONCENTRATIONS

Buring 2009, three members each accounted for more than ten percent and, in the aggregate, more than fifty percent,
of the Authority's power sales. Following are the sales to each of these customers for the year ended December 31,
2009:

Terrebonne Parish Consolidated Govermment $ 17,440,630

City of Alexandria 5 22,996,046

City of Morgan City $ 10,790,644
OTHER MATTERS

Members of the Board of Directors of the Authority received no compensation from the Authority for services
rendered as directors during 2009 and 2008.

Title IV of the Clean Air Act Amendments of 1990 (the Act) establishes a repulatory program to address the effects of
acid rain. The Act will result in more stringent restrictions on sulfur-dioxide emissions from solid-fuel generating
stations. The Act essentially requires each ton of sulfur-dioxide emissions to be authorized by the possession of an
“allowrnce.”

The Authority’s existing solid-fuel generating station burns low-sulfir coal and utilizes pollution control equipment to
reduce sulfir emissions. The Unit is not affected by Phase I of Title IV of the Act, which became effective in 1995,
The Authority believes that the limits on sulfur-dioxide emissions required by Phase TI of Title IV of the Act, effective
in the year 2000, does nat significantly impact the Authority’s operations or the operation of its Unit.
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ASSETS

CURRENT ASSETS
Cash
Accounts Receivable
Fuel Inveniory
Accrued interest Receivable
Prepaid Expenses
Total Current Asses

NON-CURRENT ASSETS
RESTRICTED ASSETS
Cash
Renewsl and Replacement
Contingency
Dbt Service
Diebt Service Reserve
Investments
Renewsl and Replacement
Debt Service Reserve

Total Restricted Assets

DEFERRED CHARGES
Unamwatized Debt Expense
Total Deferred Churges

PROPERTY, PLANT AND EQUIPMENT
Utility Plant
Central Dispetch Facility
Non-utility Property
Total
Less: Accurnulated Depreciation
Net Property, Plant and Equipment

Total Nor-Current Assets

TOTAL ASSETS

LOUISIANA ENERGY AND FOWER AURTHORITY

COMBINING SCHEDULE OF NET ASSETS

DECEMBER 3%, 2009
Project
Related Other Eliminations Combined
$ 4697473 $ 1,033,107 $ . $ 5,730,580
(1,381,017 7,476,532 (1,880,805) 4.214,710
6,264,964 17,617 - 6,282, 581
22432 - - 22432
- 140,478 - 140478
9,603,352 8,667,734 (1.880.805) 16,390,781
719,639 - - 719,639
1,142,000 - - 1,142,000
3,608,375 - - 8,608,375
106,061 - - 106,061
2,898,930 - - 2,898,930
4,502,911 - - 4502911
17977816 - - 17977916
1,002,947 - - 1,002,947
1,002,347 - - 1,002,947
28,905,266 - - 88,905,266
- 5,844,074 - 5,844,074
- 1,417 262 - i 417262
28,905,266 7,261,336 - 96,166,602
(69,583 627) (3,595,003) - (73,178,630)
19,321 639 3,666,313 - 22,987 972
38,302,502 3,666.333 - 41,968 835
$ 47906354 $ 12,334,067 $ (1,880,805) § 58,339,616




LOUISIANA ENERGY AND POWER AURTHORITY

COMBINING SCHEDULE OF NET ASSETS
DECEMBER 31, 200%

FProject
LIABILITIES AND NET ASSETS Related Other Eliminations Combiced
CURRENT LIABILITIES
Aceounds Payable $ 3,046,655 $ 297457 5 (1,880,B05) 3 4,190,423
Due to Other Govertuments 6,849,661 - - 6,849 661
Total Current Liabilities 895,116 2974573 (1,880,8035) 10,990,084
CURRENT LIABILITIES PAYABLE FROM RESTRICTED ASSETS
Accrued [mierest Payable 048,375 - - 943,375
Currenit Portion of Revenue Bonds Payable 7,560,000 - - 7,660,000
Total Current Linbilitiss Paynble From Restricted Assets 8,608,373 - - 8,608,375
NON-CURRENT LIABILITIES
Revenue Bonds Payable 25,669,000 - - 25,660,000
Leas: Unamortized Premium 712,996 - - 712,996
Less: Uramortized Loss on Reaguired Debt (6,838,880} - - (6,838,880%
Ancrued Compensated Absznses . 17576 - 717,676
Total Non-Current Liabilities 19,534,116 717,676 - 20,251,792
TUTAL LIABILITIES $ 38038807 £ 3602249 $ (1,830,803 $ 39850251
FUND NET ASSETS
Invested in Capital Assets, Net of Related Debit § (T.B17.505) $ 3,666,331 H - $ (415157
Restricted for Debt Servics 13,217,346 - . 13,217,346
Unrestricted ) 4,458,106 4975485 - 9.443,501
TOTAL FUND NET ASSETS $§  9.867,547 3 36413818 $ - $ £8,509,265
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LOUISIANA ENERGY AND POWER AURTHORITY

COMBINING SCHEDULE OF REVENUES, EXPENSES AND CHANGES IN FUND NET ASSETS
FOR THE YEARS ENDED DECEMBER 31, 2009

OPERATING REVENUES
Power Sales

OPERATING EXPENSES
Cost of Power Produoed
Power Purchased
Transmission Costs
General and Administeative
Depreciation

Total Operating Expenses
Opexating Income

NON-OPERATING REVENUES (EXPENSES)
Interest [ncome

Interest Expense

Amortization of Debt Expense
Amuortization of Loss on Reaquired Debt
Gain on Disposition of Allowance

Net Decrease in Fair Vahie of Investments
Otber

Total Mon-Operating Revenues (Expenses)
CHANGE IN FUND NET ASSETS
FUND NET ASSETS, BEGINNING OF YEAR

FUND NET ASSETS, END OF YEAR

Project
Related Other Ellmisatipns Combined
§ 41391629 5 44,464,806 § (8619,042) $ 771237393
28,046,586 5,011,248 - 33,057,841
- 35,951,961 (8,619,042) 27,332,919
1,910,150 1,622,939 - 3,533,099
- 2,369,959 - 2,369,959
5.283,723 37,214 - 5,320,937
35,240,469 44,993,328 (8,619.047) 71,614,755
6,151,160 (528,522) - 5,622,638
40,027 1,276 - 41,303
(1,659,085) - - (1,659,085
(334,316) - - (334,316)
(2,279,627) - - (2,279,627
4025 - . 4,025
(1,582 086) 1,635 683 - 53,597
(5,811,062) 1,636,959 - (4,174,10%)
340,098 1,108,437 - 1,448,535
9 527,449 7,533,381 - 17,060,830
$ 9,867,547 $ 8541818 3 - $ 18,509,365
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WRIGHT, MOORE, DEHART, DUPUIS & HUTCHINSON, L.L.C.

Certdfied Public Accountants
100 Petrolevm Drive, 70508
P O, Box B0569 * Lafayette, Louisiana 70598-0569
(337) 232-3637 « FAX (337) 235-8357
vansymddh.com

JOHN W WRIGHT, CPA *
JAMES H. DUPUIS, CPA, CEP* INDEPENDENT AUBITORS’ REPORT ON INTERNAL CONTROL OVER
JAN E. COWEN, CPA® FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS
. BASED ON AN AUDIT OF FINANCIAL
LANCEE. CRAPFILL, €24 STATEMENTS PERFORMED IN ACCORDANCE WITH
MICAY R VIDRIRE, CPA* GOVERNMENT AUDITING STANDARDS
TRAVIS M. BRINSKO, CPA *
RICK L. STUTES CPA.CVA f ABV, APA ¢
To the Board of Directors
* A PAOFESSIONAL CORPORATION Louisiana Energy and Power Authority
Lafayetie, Louisiana

JOED. mrrcrnumﬁm ¥
%&2&% coa.cvaMBA® + We have audited the financial statements of the Louisiana Energy and Power Authority as of and

for the year ended December 31, 2009, and have issued our report thereon dated March 31, 2010,
We conducted our audit in accordance with auditing standards generally accepted in the United
States of America, the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States and the provisions of Lonisiana
Revised Statutes 24:513 and the Louyisiana Gov ntal Audit Guide

+RETIRED

H Internal Control Over Financial Reporting

SHharad A

In pfanning and performing our andit, we considered the Louisiana Energy and Power Authority’s
infernal control over financial reporting as & basis for designing our auditing procedures for the

STEPHANIE A. BLANK, CPA purpose of expressing our opimions on the financial statements, but not for the purpose of
KRISTIE C. BOUDREALK, CPA expressing an opinion on the effectiveness of Louisiana Energy and Power Authority’s internal
£RUG ), BROUSSASD, CPA control_ over financtal reporting. Accordingly, we do not express an opinion on the effectiveness
' of Louisiana Energy and Power Authority’s internal control over financial reporting.

ROBERT T. DUCHARME, II, CPA.

CHRISTRNE B. DUNN, CPA A confrol deficiency exists when the design or operation of a control does not allow management
JUDFTH PAULK, CEA or employees, in the normal course of performing their assigned functions, to prevent or detect
MARY PATRICIA KFELE, CPA misstatements on a timely basis. A significant deficiency is a control deficiency, or combination

of control deficiencies, that adversely affects the entity’s ability to initiate, authorize, record,

JOAN MARTIN, CPA. CVA, CFEDASRA 10 0065, or report financial date reliably in accordance with generally accepted accounting

TANYA L. MIGUES, CPA principles such that there is more than 2 rerote likelihood that a migstatement of the entity’s
WENDY ORTEGO, CPA financial statements that is more than inconsequential will not be prevented or detected by the
STUART cPa entity’s internal control. :

DAMIAN H. SPIESS, CPA, CEF A material weakness is a significant deficiency, or combination of significant deficiencies, that
ROBIN . STOCKTON, CPA results in more than & remote likelihood that a material misstatement of the financial statements
PRIDGET B. TILLEY, CPA. MT will not be prevented or detected by the entity’s internal control,

ABBY T TRAHAN, CPA, M3

Cur consideration of internal control over finabcial reporting was for the limited purpose
described in the first paragraph of this section and would not necessarily identify all deficiencies
in internal control that might be sipnificant deficiencies or material weaknesses. We did not
identify any deficiencies in internal control over financial reporting that we consider to be
material weaknesses, as defined above.

TINA B. VIATOR, CPA

inudleated, any tax wdvice contained in this commuuirstion,
CULAR DISC].DSURB-TnmmemplimuwlththcmmdyMurdU&ﬁumChwlwzaoNndce.unlmww = ny ¢ : x
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Louisiana Energy and Power Authority’s financial statements zre
free of material misstatement, we performed tests of its compliance with certain provisions of laws, regulations, contracts and
grants, noncompliance with which could have a direct and material effect on the determination of financial statement amounts.
However, providing an opinion oh compliance with those provisions was not an objective of our audit and, accordingly, we do
not express such an opinion. The results of our tests disclosed no instances of noncompliance or other matiers that are required
to be reported under Govermment Auditing Standards.

This report is intended for the information and use of the management and Board of Directors of the Louisiana Energy and
Power Authority and the Legiskative Auditor of the State of Louisiana. However, this report is a matter of public record and jts
distribution is not limited.

Whight, Moore, Detart,
Dupuis & Hutchinson
WRIGHT, MOORE, DEHART,
DUPUIS & HUTCHINSON, L.L.C,

Certified Public Accountants
March 31, 2010



LOUISIANA ENERGY AND POWER AUTHORITY

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED DECEMBER 31, 2009

We have audited the financial statements of the Louisiana Energy and Power Authority as of and for the year ended
December 31, 2009, and have issue our report thercon dated March 31, 2010. We conducted our audit in
accordance with auditing standards generally accepted in the United States of America and the standards applicable
to financial audits contained in Government Auditing Standards, issued by Comptroller General of the United
States. Our audit of the financial statements of December 31, 2009 resulted in an unqualified opinion.

Section ¥ — Summary of Auditors’ Reporis

A. Report on Internal Control and Compliance Material to the Financial Statements

Internal Contro}
Material Weaknesses Yes x_No
Control Deficiency Yes x No
Compliance
Compliance Material to Financial Statements Yes _x_No

Section IT - Financial Statement Findings
There were no current year findings.
Section Ml — Federal Award Findings and Questioned Costs.

This section is not applicable for the year ended December 31, 2009.
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LOUISIANA ENERGY AND POWER AUTHORITY

SCHEDULE OF PRIOR YEAR FINDINGS
FOR THE YEAR ENDED DECEMRER 31, 2009

There were no prior year findings.
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LOUISIANA ENERGY AND POWER AUTHORITY

MANAGEMENT'S CORRECTIVE ACTION PLAN
FOR THE YEAR ENDED DECEMBER 31, 2009

No current year findings were noted, therefore, no response is deemed necessary.

-36-



